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Q.

A.

Are you the same Mark Widmer that previously testified in these proceedings?

Yes.

Purpose of Testimony

Q.

A.

What is the purpose of your rebuttal testimony?

My rebuttal testimony addresses the proposal by Mr. Sterling on behalf of Idaho
Public Utility Commission Staff and Mr. Trippel on behalf of Independent Energy
Producers of Idaho to change the SAR methodology by eliminating the
consideration of a utility’s first deficit year for the determination of avoided cost
rates. | address some data issues related to Mr. Sterling’s SAR costs and his
proposed fuel escalation rates. I also discuss the Company’s revised proposed
inputs, many of which are adopted from Staff and the Company’s revised

proposed avoided cost rates.

Elimination of First Deficit Year Analysis

Q.

Please explain how avoided costs are determined for periods prior to the first

deficit year under the currently approved avoided cost methodology.

Under the SAR methodology avoided costs are determined differently for periods
of energy surplus and periods of energy deficit. The determination of whether a
utility is surplus or deficit for a given period is based on a review of the utility’s
forecast annual energy load and resource balance. As long as the load and
resource balance is positive on an annual basis, utilities are considered to be

energy surplus. During surplus periods, prices are based on estimated wholesale
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market prices. The rationale for market-based pricing is that a new QF would not

allow a utility to displace resource investments during periods of energy surplus.

Please explain Mr. Sterling’s and Mr. Trippel’s proposed methodology change

regarding the determination of avoided cost rates during an energy surplus period.

Mr. Sterling and Mr. Trippel propose to eliminate any consideration of utility load
and resource balances (i.e., whether the utility is actually surplus or deficit) and
assume that all utilities are energy deficit for purposes of determining SAR
avoided cost rates, on the rationale that the determination of the first deficit year

is problematic.
Do you agree with their recommendation?

No. Their proposal if adopted would result in a violation of the fundamental
policy behind PURPA requirements to purchase electricity from QFs. PURPA
requires that avoided cost rates be set so that ratepayer neutrality is maintained.

In other words, rates should be set so that if a utility buys QF power, customer
prices will not be impacted. Under their proposal, ratepayer neutrality would not
be maintained, because during surplus periods utilities will pay the fully
embedded cost of a CCCT instead of the market price, which will tend to be lower
than the cost of a CCCT. Mr. Sterling’s and Mr. Trippel’s proposal is analytically
flawed in that it ignores the reality that an energy surplus utility does not avoid

capacity additions based on new QF purchases.

Is Mr. Sterling’s and Mr. Trippel’s first deficit year proposal consistent with

Order 290697
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No. The Order states that:

“The scope of review will be limited to changes in the avoided cost rate
calculation variables. Other questions, such as whether eligibility should
be based on nameplate capacity as Idaho Power recommends, will not be
the subject of reconsideration.” (Order 29069 at 8.)

Accordingly, Mr. Sterling’s and Mr. Trippel’s proposal should be rejected as
outside the scope of this proceeding because it would be a fundamental change in

the methodology.

SAR CCCT Costs

Q.

Do you have any comments regarding Mr. Sterling’s proposed SAR plant cost,

fixed O&M and heat rate?

Yes. The plant cost, fixed O&M and heat rate proposed by Mr. Sterling appear to
be from an outdated draft Northwest Power Planning Council (NWPPC) report on
Natural Gas Combined-cycle Gas Turbine Power Plants. If the Commission
chooses to adopt Mr. Sterling’s proposed source for the information (that is the
draft NWPPC report), the information contained in the current draft, dated July
15, 2002 should be adopted. The current draft report uses a capital cost of

$565/kW, a fixed O&M cost of $8.85/kW and a 7030 heat rate.
Do you have any observations regarding Staff’s proposed gas escalation rate?

Yes. Based on my review of the testimony presented by the parties in the case it
appears that Staff’s proposed 4.4% nominal gas escalation rate is outside the
range of most expectations. For example, Mr. Peseau testified on behalf of Idaho
Power Company that the NWPPC forecasts gas escalation to be .5% on a real
basis (3.1% nominal) and the WEFA Group’s long-term gas escalator is 2.62%
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nominal. Mr. Trippel recommends a 3.1% forecast gas escalation rate and the
Company’s forecast gas escalation rate is 1.97%. While the Company
understands Mr. Sterling’s concerns about using a forecast that is updated
annually and is readily available at no cost, his proposed escalation rate appears to
be too high by all comparisons and therefore should not be adopted by the
Commission. The Company believes a forecast that is more representative of the

average of the forecasts adopted should be used.
Has the Company revised its position regarding proposed gas escalation rates?

Yes. The Company now recommends that the NWPPC .5% real escalation rate
should be adopted. This forecast has the benefit of having gone through a review
by all of the parties that participate in the NWPPC regional forum and therefore,
is representative of the northwest gas market. The forecast is also consistent with

the majority of proposals presented by the parties in the case.
Does the Company accept as reasonable certain other proposed inputs?

Yes. The Company does not dispute the following input variables as proposed by
Mr. Sterling on behalf of Staff: the $2.8 per MWh SAR variable O&M, the
$22.65 current year fuel cost, the 2.10% SAR escalation rate, the 2.70% O&M
escalation rate, and the 2.10% tilting rate. The Company is also willing to adopt
the SAR plant cost, base year of SAR cost, the SAR heat rate and the proposed
gas escalation from NWPPC’s July 15, 2002 report, as well as Mr. Sterling’s

proposed $55 per kW AFUDC adder to the NWPPC SAR plant cost.
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Have you calculated the impact of these proposed input changes to the proposed

avoided cost rates filed with your direct testimony?

Yes. The proposed input changes result in a 20-year levelized cost of $49.21 and
$43.17 per MWh for fueled and non-fueled projects. The Company’s revised
proposed avoided cost rates for fueled and non-fueled projects are provided as

Exhibits 305 and 306, respectively.
Does this conclude your rebuttal testimony in this case?

Yes.
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[0J hand delivery
O facsimile transmission

[0 overnight delivery

to said person(s) a true copy thereof, contained in a sealed envelope, addressed to said person(s)

at their last-known address(es) indicated below.

Scott Woodbury
Idaho PUC

472 W. Washington
Boise, ID 83702

Robert J. Lafferty
Avista Corporation
PO Box 3727
Spokane, WA 99220

Conley Ward

Givens Pursley LLP
PO Box 2720

Boise, ID 83701-2720

Dean J. Miller
McDevitt & Miller LLP
420 W. Bannock Street
Boise, ID 83702

Stuart Trippel

Trippel Mast Consulting
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Earth Power Resources, Inc.
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Paine Hamblen, et al
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William J. Nicholson

Potlatch Corporation
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San Francisco, CA 94111

Peter J. Richardson
Richardson & O’Leary PLLC
PO Box 1849

Boise, ID 83616

Scott Pasley

David Hawk

J.R. Simplot Company
PO Box 27

Boise, ID 83707-0027

Owen H. Orndorff

Orndorff Law Offices

1087 W. River Street, Suite 230
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Intermountain Forest Association
350 N. 9th Street, Suite 304E
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